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INTRODUCTION 

In 1927 I prepared a pamphlet for the London and 
Cambridge Economic Service entitled The ECO'1I<>Inic Position 
of GTeat BriW..",. In this an attempt was made to bring 
together in a collected account the dominant differences 
in the economic position of Great Britain in 1925-27, as 
compared with what it was immediately before the War. 
That pamphlet seems to have been found useful, but, 
since it was compiled, many important changes have 

occurred. The present time, the beginning of a new reign, 
when substantial progress towards recovery from the great 
depresl.ion has been made, is, perhaps, a suitable occasion 
for bringing it up-to-date and incorporating in it some 
new material. In this work I have had the advantage of 
collaboration with Mr. Colin Clark. He has prepared and 
is responsible for most of the tables; I have written the 
text and, the tables being taken as data, 80m responsible 
for that. 

A. C. PIGou. 



THE ECONOMIC POSITION OF 
GREAT BRITAIN 

1. The topics of which the following pages treat are 
the numbers of the people, their occupations, their incomes, 
the relation of these to the circumstances of overseas trade, 
the fortunes of the wage-earning classes in respect of wages 
and employment, and housing conditions. These matters 
are discussed historically with a view to indicating the 
development that has taken place since the period before 
the War. In the fina.! section tables are printed setting 
out estimates of the way in which incomes are distributed 
(1) among people and (2) among different sorts of purohases 
at th~ present time. For the most part the-tables relate to 
Great Britain and Northern Ireland, but some of them, 
as is, of colirse, stated in the proper place, are restricted 
to Great Britain, and some to England and Wa.!es. 

I 
POPULATION 

2. The total populations of Great Britain, as recorded in 
the censuses of 1911, 1921 and 1931, were respectively: 
40,831,000, 42,769,000 and 44,795,000. Thus, over the 
decennium 1911 to ·1921 there was an increase of 4'8%. 
This rate of increase w"" far lower. than any previously 
recorded; a result, of course, of the heavy oasualties and 
low birth rate of the War years. Between 1921 and 1931 
the inorease works out at 4' 7 % ; again, as compared with 
previous decennia; an abnormally low figure, attributable 
in the main to the low post-War birth rate. In the three 
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census years the numbers of females per one thousand 
males were respectively 1,067, 1,094 and 1,088. Between 
April, 1931, and June, 1935, the total population of Great 
Britain increased by a fnrth .. r 803,000 to 45,598,000. 
i.e. by 1'8%. 

3. In what may be calii'd th .. main activ .. part of the 
population, i.e., persons comprised within the age group 
16 to 64, t·he figures for the census years are (in thousands~ 
as follows :-

TABLE I 

.. I I'lL In1. Ull. 

Males 1%.154 12.901 14.204 
Femakoo 13,191 14,528 ]5,726 .. 

The males and females together comprised in this age 
group accounted respectively in the census years for 62 '0%. 
64'1% and 66'7% of the total population. The absolute 
numbers comprised in it had grown between 1911 
and 1921 by 150,000, between 1921 and 1931 by half a 
million more than the total population--a result of the 
low birth rate of recent years. But this movement in the 
part of the population that may be roughly describOO as 
of working age is not quite what it seems to be at first 
glance. Thus between 1911 and 1921 the increase of 3'2% 
in the proportion of persons in the 16 to 64 age group may 
be resolved into a decrease of 2'4% among those below 
the age of 45, combined with an increase of 18· 3% among 
those above that age. This plainly suggests that between 
those years the average quality of the population, so far, 
at all events, as phYl'ique is ronceml'd, had deterioratl'd. 
This was, of course, partly due to the heavy loss of life 
among young men in the War. From 19!1 and 1931 
the number of males and females together bet .... een 16 and 
45 increasOO by 5'8%; the number between 46 and 64 
by 17'0%. 
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II 

OCCUPATIONS 

4. The following tables show, for Great Britain, the 
numbers of the population in different age groups and the 
proportions recorded in the thrce last censuses as "gain
fully occupied." It will be understood that not to be 
"gainfully occupied" by no means implies idleness: for 
the 'unoccupied' class includes some 10 or II million 
women engaged in looking after their homes. To be gainfully 
occupied is equivalent, not to doing work, but to be doing 
paid work, whose output enters into conventional reckonings 
of the national income. 

The higher percentages of occupied persons in 1921 and 
1931, as against 19II, is mainly a reflection of the fact that 
the proportion who were of working age was larger. The 
most significant item in the Table is the decrease in 1921, 
and the disappearance in 1931, of occupied persons under 
14. The cause of this was the passage in 1920 of the 
Employment of Women, Young Per80n8 and Children's Act, 
which provided that no child, i.e., person under 14 years of 
age, may be employed in any industrial undertaking, 1 

followed by the Fisher Education Act of 1918, which came 
into force in 1921. The drop in the proportion of old 
persons at work between 1921 and 1931, consequent upon 
the institution of contributory pensions at 65, which became 
payable in 1928, is also worthy of note. The number of 
males gainfully ocoupied in Great Britain increased by 
728,000 from 19II to 1921; the number of females by 
277,000. Between 1921 and 1931 the corresponding 
figures were 1,134,000 and 564,000. 

5. The War inevitably brought about large changes in 
the distribution of the occupied population among different 

• C ....... of 1921, G_ ReporI, p. 89. 
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TABLlI 11 

Occupied Population of Great Britain 1911-31 
(Figureo in 000'.) 

MAL ... 

1911. um. 1981. 

Age. population. Occnpled. %. Popolatlon. Occupicd. %. Population. Oocnpled. %. 

Under 14 · . · . 5.913 98 1·7 6.597 44 0·8 5.117 - -
14 and 15 .. · . 772 566 73'1 822 632 64'6 713 461 83'3 
16-64 · . · . 12,164 11.744 96·7 12,901 12.450 96·6 14.204 13.666 96·1 
65 and over · . 915 620 56·8 1.103 630 67·0 1,425 683 47·9 

- TOTAL .. 19.704 12.927 66·6 20.423 13.666 66·8 21.469 14,790 68·8 
o 

POALBI. 

Ull. IIUll 1911, 

A ... I 
Population. Occupied. %. Population. Occupied. %. Population. Oooapied. %. 

Under 14 · . · . 0.892 50 0·8 0.619 29 0'0 6,016 - -
14 a.nd 15 ., · . 773 370 47'0 819 366 44·7 703 366 50·6 
16-64 · . · . 13.191 4.864 36'0 14.528 6.158 85·5 15.726 6,754 36'5 
65 and over · . 1.221 140 11'5 1,480 148 10'0 1,892 156 S'2 . 

TOTAL · . 21.077 6.'2' 25·7 22,346 6,701 25'7 23;337 6.265 26'S 
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employments; and, although by the time the 1921 census 
was taken (in June of that year), oonsiderable readjust
ments towa.rds normal conditions had been made, these 
were as yet far from complete. For comparisons between 
1921 and 1911 the Census authorities are of opinion that, 
owing to changes in classification, no valid use can, in 
general, be made of the statistics for occupations, as recorded. 
at the two censuses. Resort must, therefore, be had to 
the industrial classification. Under this each person is 
entered according to the industry of his employer, so that 
earpenters employed by railways are entered under" Rail
way"; those by builders, under .. Building"; and so on.' 
The most important changes between 1911 and 1921 for 
England and Wales-difficulties of classification interfere 
with the construotion of a table for Great Britain-may 
be summarised as follows" :-

TABLE m 

Oontracted I ndU8!ries 

1911. U:Jl. 
Change. 

(Thouaanda..) (Thoosanda.) At.olute. Peroent.age. 

Agriculture . . .. 1,230 1,124 - \06 - 8 
Cotton .. .. .. 628 596 - 32 - 5 
D,....,.,eken. millinera. 

etc.' . .. .. .. 401 191 - 210 - 52 
Bllilding and construction. 861 758 - 103 - 12 
Private dOID88tic service .. 1,627 1,232 - 295 - 19 

1 Cf. Bowley. Special Memoro:ndum, 17., London and Cambridge 
Economio Service. p. 2 . 

• Of. Bowley. Special Memora:n4'Um, 17.&.. London and Cambridge 
Eoonomio Service. pp. 8-10 . 

• Compariaon is atIected by ohanges in classification. 
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Ezpan<kd Industries 

1911. 1"1- ........ 
('nOD&&Dds.) (Thoasa.ads.) AbsolatJe. ........... 

Coal-mining . . .. 971 1.133 + 162 + 17 
Chemicals .. .. .. 133 198 + 65 + til 
Iron and steel manufacture 166 239 + 73 + .. 
Engineering and ship-

building .. .. 637 887 + ~liO + 3SI 
Electrical "PJ'8"&tus .. 80 166 + S6 + lU7 
Cycles and motor-c&f'B .. 99 199 +100 + 101 
Gas. water. electricity .. 109 163 + 04 + 49 
Railwaya' .. .. .. 45Ii 049 + 94 + 21 
Shipping .. .. .. 144 193 + 49 + 34 
National government .. 414 647 + 233 + 56 
Local government .. 298 465 + 167 + 56 
En..........".,.. and sports. 71 118 + 46 + 63 

The decJine in agriculture, and the expansion in coal· 
mining and in the metal trades, were in a line with 
movements between the 1901 and 1911 censuses, 3-" ~hown 
in the oaupatimud tables: although for metals the rate 
of movement was much accelerated. 

6. Since 1923 the records of persons insured against 
unemployment provide much fuller and more continuous 
information about the occupations of the people than was 
previously available; though they do not, of COllIS(>, bring 
into &ccount those occupations, notably agriculture and 
domestic service, in which insurance against unemploym .. nt 
has not yet been instituted. A broad picture of the 
present distribution of "'age'ffd'ners aged 16-64 in the 
insured occupations is given in the following table preparro 
by the Ministry of Labour and printed in the M imstry oj 
Labour Ga:zeJu for November, 1935 (p. 412). It covers 
Great Britain and Northern Ireland together:-
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TABLE IV 

The plWCd- Pereeutalle 
Estimated lug lid por- increase <+> 

GroulI_ Nnmber CClltagcs of ., 
ins-ulX'd at tile toW decrease ~ -) 
July. 1985. numoor &Jnee 19 S. 

insured. 

Fishing' .. . . . . . . .. 32,830 0·2 + 37·0 
Mining and quarrying .. .. 1,040,210 6'5 - 20·4 
Manufacturing .. .. .. .. 6,038,620 46·9 + 5·7 
Building and contracting .. .. 1,254,170 9·1 + 55·g 
Gae. water and electricity supply2 .. 199,600 22·9 + 21·0 
'Transport. communication, storage and 

distribution2 .. .. .. 2,886,400 1·6 + 44'4 
-COmmerce. ba.nkmg, insurance o.nd 

fina.nce .. .. .. .. 260,670 6·9 + 15·9 
Mi.scellaneous services (including pro-

fessiona.1 services; entertainments 
and sports; hotel. publio house. 
restaurant. boarding house, club. etc. 
service; laundries. dyeing and dry 
cleaning) .. .. .. .. 860,210 2·3 + 54·0 

National and Local Govermnent .. 485,290 3·6 + 22'3 

All industries and services .. 13,058,000 100 + 17'0 

• 
The most notable facts brought out by this Table are the 
heavy fall in mining, the very small percentage increase 
-much less than the increase in the total of insured persons 
in this age group-of those engaged in manufacturing 
industries, and the very large expansion in the building 
industry, associated, of course, with the recent building 
boom. 

7. The table that follows brings together in what is hoped 
will prove a convenient form 3 large amount of important 
statistical information. The table is based on the M ini8try 
of Labour Gazette for December, 1935, and on Agricultural 
Stati8tics (preliminary returns for 1935 in Agricultural 
Market Report) :-

I The figures for the fishing industry do not include share fishermen, 
who are outside the BCOpe of the insurance Boheme. 

I The figures are exclusive of persons excepted from unemployment 
insurance under certifioa.tes of exception. 
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TABLE V 

Growth aM Decline of Employment in Principal Indu8tries 1923-35, 
aM Unemployment in !hem 1935. 

Peroentage 
clumge In 

BmpJoyment (.June, 19U-100%). Numbers numbers % unenlploy-
emp)orsd (aged 16-64) mllnt, Jl1I1e, 983 attaobed June, 1983. (000',). 10 tho 

Indll8try 
June, 1929. June, 1eSt. June, 1036. U123-8I$ 

Agriculture · . · . . 99'4 90'5 87·7 783·6 notlmown 

Fiahing · . -. -- 1I7·4 ll2-0 124-6 27'0 + 87·0 17·8 

eoal mining · . -- 74·0 02·7 64·3 638-5 - 22-2 32-0 
AU mining and fU41Tf1Wlg -. 76-5 54·9 57-I 722-4 - 20·4 30-6 

Silk and artificial silk · . 199-6 167·1 207-7 70-5 +ll5-0 9·4 
Electrio lampe. cables, etc. 139-3 158-0 203-1 130-7 + 99-0 8-1 
Brick Bnd tile .- · . 140-7 129-6 169-6 90·4 + 73-9 \0-3 
Electrical engineering -- 144-4 141-4 156-0 87-2 + 56·2 6·6 
Motor vehicles .- .- 134-4 ll4-4 149-9 257-0 + 50-8 10·0 
Shirts, 0011 .... and under 

clothes -. -- -- 126-1 126-6 147-4 90·4 + 51·7 6·5 
Furniture -- · . -. 135-2 126-9 145-1 121-7 + 52-2 11·5 
Hosiery -- · . -. 121·2 1I8·9 124·2 102·2 + 30-6 1I·4 
Printing -- -- -- ll9-7 122-1 121-9 255·7' + 24-8 7-8 
Bread Bnd biscuits -- 96·2 \00-3 108-4 152-7 + 7·6 9-6 
Drink · . -. -. Ill-7 101-7 108-4 98-7 + ll·9 9·7 
Tailoring · . · . - - 109-9 107-0 107·5 186·2 + 13-7 10·6 
Chemicals . - · . -- Ill-o 92-9 . 103'0 9\·8 + 1-7 10'0 

AU ezpafldi1lf1 manwfacturu .. \21·5 ll3-7 131-3 3062-6 + 38-3 

Estlmatecl 
net dlschugo 

,..;Ji~g:<+) 
of aboor 
1937-36 
(000'1). 

- 1I0·1 

+ 2-0 

- 298-9 
-8\3·1 

+ 25·1 
+ 53-5 
+ ll-9 
+ 13-0 
+ 39-5 

+ 18-0 
+ 16·6 
+ 9·1 
+ 16-6 
+ 16-6 
- 4-2 
- 5-8 

+ 6-0 

+367-0 



... 
en 

Engineering .. · . 
Boot and ahoe · . · . 
Dressmaking · . --Cotton . . .. · . 
Wool .. .. .. 
Steel .. .. .. 
Shipbuilding · . .. 

AU conIrGcIing manuJadurUl . . 

Man"''''''''''" · . · . 
Buildmg and OrmJracti1l/l · . 

Distributive tradoa 
T,anop"" and dUWibuti ... •• 

004. UHJIer and ekcWieily .. 
Entertainment and sport 
Hotel, restaurant, olub, etc. 
Laundries and cleaners · . 
ProfesaioDII .. .. · . 
8..-viou .. · . .. 
O ......... ""and/IM_ .. 
Nolion4l and Local Gowm· 

menl .• .. · . · . 
Expanded industries · . 
Contracted induatri68 · . 

TOTAL .. .. .. 

10~'8 
93·1 
91-7 

100'0 
86·2 
80'6 

108·9 

100'3 

110-4 

128'0 

136·0 
126'0 

100'3 

130'7 
136'3 
131·1 
116'6 
130·2 

103·4 

100·3 

126'4 
00-4 

110·6 

77·3 01·0 460'4 - 17·8 12·6 - 61·0 
85-6 90·6 113-8 - 2-8 16·1 - 14-0 
87-7 • 88·6 97·0 - II-a ~·o - ~-o 

70'8 78·4 -344'1 - 21'0 22·2 -178-1 
70-7 78·2 188-6 - 14'~ 14·0 - 28'0 
64·0 77·0 124'0 - 20·6 23'4 - 32-3 
46·4 61'6 89-6 - 30-6 42·0 - 60-3 

76·2 82'9 2116·6 - 17·1 -610·7 

93-6 106-0 6178-2 + 6-7 -143-7 

111·8 144·0 1001·8 + 56·9 19-8 +108'1 

149·0 166-3 1790'4 + 63-0 10·2 +317-3 
133-0 130·2 2627·0 + 44·4 +363'8 

101'8 ll8-1 180·1 + 21·0 0·7 + 24-8 

166-6 106·8 90·4 +106·9 18·8 + 38'4 
141-8 162·9 372·7 + 67'7 12'4 + 83·6 
136-6 140·6 148-7 + 62·3 6·0 + 28-4 
126·2 142·2 146'4 + 43-3 4'6 + 33-6 
138·8 150·2 766·3 + 64'0 +183'0 

107·4 115·8 240-6 + 16'7 4·1 + 32'9 

107·2 llO·6 401·7 + 22'3 + 49·7 

124·9 140·0 7930-4 + 45'7 +1171'6 
68·3 73·8 3123·6 - 10-0 - 862·7 

100·7 111'7 11064'0 + 17'0 15·2 +308-8 
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The relation between the changes in the numbers insured 
in the varions industries between 1923 and 1935 and the 
percentages qf unemployment recorded in 1935 is instructive. 
Thns, in coal·mining, though the number of persons, so to 
speak, belonging to the industry had decreased by 22%, 
the unemployment figure W&8 still &8 high &8 32%; and 
in ship·building, in spite of a contraction of 40%, unemploy· 
ment stood at 42·9%. The implication is that in these 
industries, though diminished demand had led to a very 
substantial reduction in the number of persons belonging 
to them, adjnstment W&8 still far from complete. In the 
bulk of the industries that had expanded unemployment 
W&8 near or below 10%, a substantially lower figure than 
that found in the bulk of the contracted indnstries. But 
fishing and entertainment and sport, in spite of a con
siderable expansion, and building, in spite of a very large 
expansion, still so1Iered in 1935 from heavy unemployment. 
This state of things, at all events &8 regards building, is 
almost certainly due to the continued prevalenoe of, those 
defective methods of engaging labol11'--<l&sual employ
ment-for the reform of which Sir ·William Beveridge has 
for many years been calling without socoess.' 

ill 
TlIB MBAmNo or lNcoMll 

8. As was hinted in § 4, our cnstomary conoeptions of 
inoome are oonventional. Real income means roughly the 
nett flow of goods and servioes for which money payment 
is made, and money income means this money payment. a 
The large volume of unpaid servioes, which are annually 
performed, notably the servioes of women in their own 

I Cf. V ...... ~ A """'"'" oj I"""""", P. 403-
t The principal qualificatiOD which tJUa broad atatemeDt oeedI baa to 

do with bousea occupied by &heir OW'MlB. In this couotry aD eaLimated 
rental value of eucb boURe8 ill counted bJ' the Income Tax Ccvnmieeinn- iD 
tho iDc:ome of .- ....... 
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homes, are not counted as real income, and have no counter
part in money income. On some occasions, when, as 
happened, for example, during the War, a large number 
of women pass out from work at home to work in factories, 
forgetfulness of this fact may lead to serious misconcep
tions. On all occasions it is important for clarity of thought 
that the restricted nature of our concepts should be borne 
in mind. . 

IV 

MONEY INCCME 

9. Estimates of aggregate money inoome for Great 
Britain and Northern Ireland in 1911 and 1924 were made 
by Sir Josiah Stamp and Dr. Bowley in collaboration. 
According to these authorities the aggregate income (ignor
ing foreign debt and reparations), calculated in mon~y. 
was, in 1911, £2,026 Mn, in 1924, £4,188 Mn. This com
parison is, however, misleading, as Sir Josiah Stamp and 
Dr. Bewley point out, because these incomes include national 
debt interest and pensions, which do not represent any 
current real income. In strict accounting these items, either 
in themselves or in respect of the direct taxation raised to 
provide them, should be subtracted before what may be 
called the social income is estimated. They amounted in 
1911 to £36 Mn., in 1924 to £361 Mn. When they are sub
traoted, we are left with social income, expressed in money. 
standing, in 1911, at £1,988 Mn., in 1924, at £3,803 Mn. 
Thus the socia.! income of Great Britain and Northern 
Ireland, expressed in money, rose between 1911 and 1924 
by about 1l0%. Our authors are of opinion that this esti
mate is not likely to err by more than 5% in either direction; 
so that the rise may be truly expressed as 90 ± 5%. 
Allowance being made for growth in numbers, this rise 
works out at 85 ± 5% per head.' 

• TM Nalional 1""""," in 1924, p. 49. 
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10. Bowley and Stamp have not repeated their investiga
tion, and it is, therefore, not possible to cite their authority 
for later years. Mr. Colin Clark has, however, made a 
series of estimates of the social income of Great Britain 
and Northern Ireland as above defined. His figure for 
1924, based on similar definitions, falls short of that of 
Bowley and Stamp by £272 Mn., i.e. by a little over 7%. 
It gives an increase, as against Bowley and Stamp's estimate 
for 19II, of 77%, instead of 90 ± 5%, for aggregate income 
and of 67%, instead of 85 ± 5%, for income per head. 
This discrepancy being left unresolved, Mr. Clark's estimates 
:from 1924 onwards are set out in the following table :-

TAJILB VI 

N atitmal I ncume' 1924-35 for G1-eJJt Britain and 
Northern Ireland 

, .... 19tt. list. , .... 
Total income DIn 3.029 3.912 3.349 3,696 
Income per head .• £ 78·6 86'0 72·4 79·0 
Income per occupiedJl 

pen!OIl . . .. £ 172'6 183·8 154·7 168·3 

V 
REAL INCOME 

1136.-

3.909 
83'0 

177'7 

II. When between two dates prices have undergone 
large changes, a mere comparison of money incomes does 
not tell us much. We instinctively try to penetrate the 
money fa~es and to discover what has happened to the 
• real • incomes behind them. If the quantities of all the 
various types of goods and services that become available 

1 Defined in same manner M in Bowley and Stamp. loc:. cit. The ehar& 
« Nonhero Irelaod COO8ti.W.tea some 2% of lbe whoie. 

a Provisional . 
• The proportion of the popalation occupied is known for 1921 ome! 1931. 

ome! this proportion is oxtnpoIated lineariy for snt.oquon' _ on
iigune, tberefOJ8, &bow the gomeno1 tnmd of income per oooup;ed pe ...... 
bm do not provide • precise mea wement of year-to-year fluctuatiOll8. 
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in a year had changed in the same proportion, this pro
portion would show in an unambiguous way how rea.! incomes 
had changed. But, when, as, of course, happens in actuali 
life, the quantities of different types of goods and services 
have a.!tered in very various proportions, real income 
becomes a. shadowy concept. It is no longer a physical 
entity, susceptible of direct measurement, but· a sum of 
money divided by some index of general prices. Moreover. 
there are alternative ways of constructing index numbers 
for this purpose, between which it is not possible to say 
that this one is right, that one wrong. Over a considerable 
range the choice can only be arbitrary. Thus the figures. 
which are offered by statisticians as the best measure they 
can suggest for changes in real income, have less significance· 
than is popularly supposed. The entities, whioh they 
oompare, are money incomes, doctored in some one out of 
a number of possible ways to ' allow for' the faot that the 
price situation has been changing. What has now to be said 
is sqbject to this general oaution. 

12. In his study of The Changes' in the Distribution OT 
tlte National Income 1880-1913 Dr. Bowley concluded as 
follows: "The national dividen'l (i.e. real inoome of the 
country) inoreased more rapidly than the popula.tion in 
the generation before the' War, so that average (real) 
incomes were quite one-third greater in 1913 than in 1880 ; 
the increase was gained principally before 1900, since when it 
has bare!y kept pace with the diminishing value of money.'" 
Thus on the eve of the War real income per head did not 
show, and had not for some years shown, a.ny tendency 
towards either expansion or decline; and a continuation of 
movement along these lines might have been expected to yield 
substantially the same level of real income per head in 1924 ' 
and la.ter years. This is the background against which the 
actna.! position in tl,e post-War period has to be viewed_ 

1 Loo.. ci&.. p. 26. 
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13. In setting -out the position for 1924, Bowley and 
Stamp convert their figures for money income into real 
terms on the basis of an estimated price rise, as against 
1911, of 881% for all incomes. This peroontage, which 
<lOrresponds to 76% as against 1914, is somewhat higher 
than the official wholesale price figure, because manufao
tures and services are inoluded-along with houses whose 
assessed value, of course, rose much less than the average. 
From calculations based on these figures and modified in 
the light of the evidence of the Census of Production, Bowley 
and Stamp concluded that, as against 1911, the real income 
<)f Great Britain and Northern Ireland in 1924 "was 
.approximately the same in the aggregate, and 5 to 10% less 
per head.'" 

14. To affect comparisons between 1924 and later dates, 
Mr. Clark adds to his figure, as given in Table VI, the pay
ments made by the public in indirect taxes and rates, on 
the ground that these are reflected in the prices of com
modities; and he divides by a specially constructed index 
number representative 'of the prices of all goods and services 
sold for consumption in this country. By this procedure 
he obtains the following indices for aggregate real income, 
for real income per head and for real income per occupied 
person: the figure for 1924 being put at 100:-

TAJILB VII . 
Indo: of real 

ID~~ of aggre- Index of ~ 
income per 

p~ re.J income lnoomll per he OCICD~· peDOD ( cJu= .......... ~ 

1924 100 100 100 
1929 .. . 116·! 114-0 111·8 
1932 .. .. 110-3 106·8 103·7 
1934 .. .. 123·S IIS'8 116'6 
1935 (provisional). 129'6 124·3 120·9 

'TAo NaIitmDlI ....... in 1924, p. 66. 
t See alaI) footnotea to Table VI. 
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These figures must be interpreted in the light of the general 
(lautions set out in § 11. Subject to them it appears that 
there was a substantial increase both in aggregate real 
income and in real inoome per head between 1924 and 
1929, that a large part of the gain then made was lost during 
the great slump, and that during the la.st three years this 
loss has been, not merely made good, but converted into a 
clear further gain. Too much stress should not be laid 
on 'the 1935 figures, which are necessarily provisional. 

15. Some check on these estimates may be obtained by 
a different method of approach. Of recent years attempts 
have been made to measure changes in the output of the 
country's industry, or the physical volume of production
a substantial part of its real income-not by dividing money 
income by a price index, but, more direotly, by means of 
an output index. Since, for the construction of this index, 
weights have to be chosen with reference to money values, 
and since the relative money values of different things 
vary.from time to time, the same difficulty of principle, 
that hampers calculations about real income in the manner 
desoribed in §11, is present here. Our indioes depend 
in the la.st resort upon an arbitrary ohoice among alternatiVes, 
no one of which is unambiguously 'right.' None the less, 
the indioes of produotion that are now regularly published 
by the Board of Trade and the London and Cambridge 
Economio Service, so long as their inevitable limitations 
are borne in mind, constitute a valuable barometer of the 
general eoonomio situation. The Board of Trade Index, 
adjusted to 1924, is given below, accompanied, since the 
comparative movements of the two series are of interest, 
by Stamp's index of aggregate (money) profits;-

TABLB VIll 

1924 = 100% 
1I1I •• 18S8. 1830. 1931. 1931. 1931, liS'. 1831. 

Volume of Indaatrial .Prod.aotlon. 
100 111·8 103'3 93·7 93·3 98·8 110'6 116'4 

100 108·8 
A.ggregate Money Prod ... 

92·8 77'4 74·8 84 98 
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The Index of Production is built on statistios relating to 
the physical output of mines and factories and (sinoe the 
beginning of 1934) of the building and contracting trades, 
and takes no account of agriculture, transport services, 
distributional activities, or domestic servioe. Further, of 
course, real income earned abroad in respect of investments 
there do not enter into it. We should expect, therefore, 
that it would diverge substantially from any index of real 
income constructed on the plan followed in the preceding 
section. None the less the fact that between 1929 and 
1932 the index of production fell three times as much 
(16'5% as against 5·0%) as the index of real income 
derived from Mr. Clark's estimates inevitably gives rise to 
some feeling of discomfort. The discrepancy is in part 
explained by the fact that during the great slump, while 
" production" was fa.lling rapidly, the number of persons 
at work in retail distribution, professions, hotel services 
and the like was not merely not declining, but actuaJIy in
creasing. More important, perhaps, was the fact, tp be 
considered more particularly later, that the improvement 
which took plaoe in the terms of trade enabled us, through
out the slump, to obtain cheap and abundant food from 
overseas. Even so the figures in Table VII wear a certain 
air of paradox, and must be used with reserve. 

VI 
THE RELATION 011' OVERSl!AS TRADE TO REAL 

INCOME 

16. In a purely self-contained country real income would 
consist in' the goods and services produced inside the 
country for the use of its citizens. In a country that is 
open to an outside world this is not so. Besides what it 
provides for its own use, such a country may also receive 
as mcome, on the one hand interest on loans previously 
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made overse ... , on the other hand goods imported from 
abroad in exchange for goods and services which it sells 
overseas. In this country ha.ppenings in respeot of inter
national business have played an important part in 
determining the relation between our post-war and our 
pre-war real income. 

17. It will be convenient to set out first the broad facts 
about the state of British overseas trade prior to 1927, 
when the first version of this pamphlet was published. 
The Balfour Committee in their Survey of Overseas 
Markets, print the following table of British imports and 
exports at the average values of the corresporuli'YIIJ goods 
'mp(Yfted (Yf exP(Yfted in 1913, and adjusted in 1923 and 
1924 for the separation of Southern Ireland from the rest 
of the United Kingdom:-

TABLE IX 

Percentage of 1913, on baais of 1913 pri<Jes 

• Net Imports. Brlt4sh ExportB . 
%. %. 

1913 · . · . 100 100 
1919 · . .. 89·7 54·9 
1920 .. · . 87·8 70·9 
1921 .. · . 73·5 49·8 Corrected for 
1922 · . .. 86·5 68·9 quality ohanges to 
1923 .. .. 94·9 74·5 [79%] 
1924 · . .. 106·4 75·5 [80%] 

The Committee pointed out that the apparent fall in exports, 
as recorded in this table, Was in part illusory. For the 
quality of some exports, whose name had remained the 
same, had improved in ways not allowed for in the statistical 
calculations on which the tables depend, so that the extra 
value due to improved quality had not been counted. They 
suggested that, in order to correct this error, the figures 
for 1923 and 1924 should be raised to 79 and 80 respeo
tively, as is done in the braokets in my table. Sir A. Flux 
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points out that _ this suggestion .. is entirely oonsistent with 
the known tendency towards the establishment of the 
simpler forms of oertain manufactures in oountries in which 
no manufacture of these kinds,. properly so os.lled, had 
existed" before the War.1 The general implication of the 
table thus corrected is that, while our intports in real terms 
had maintained themselves, and were, indeed, slightly 
above their pre-War level, exports had substantis.lly 
declined. . 

18. In order that this movement may be seen in true 
perspective, it must be viewed in oonnection with the 
surrounding circumstances. The Balfour Committee found 
that the exports of the -world, reckoned in sterling, rose 
between 1913 and 1924 from £4,035 Mn. to £5,299 Mn., 
or 31%; andtbat the.proportion of British exports to 
world exports rose fron 13% to 14%." A similar calcula
tion for imports gave a rise in the world figure (in which, 
of oourse, the British figur!l is included) from £4,365 Mn. 
to £5,700 Mn.; with a British proportion rising ..from 
131% to 161%.' Thus, relatively to the world at large, our 
position in 1924 had become slightly stronger than it was 
before the War. The practical moral was drawn by Sir A. 
Flux as follows: "The figures appear to suggest that the 
restoration of world trsde to its former dimensions and 
capacity of expansion can do more to restore our own 
export trade and revive the industries that depend on it 
than a struggle to secure for ourselves trade that has been 

_ carried on by some other nation, important as it is to 
maintain our competitive capacity.'" 

19. Between 1924 and 1930 retained imports in real 
terms increased fairly steadily; and so also, at a slightly 

1 Economic JOtJnI4l. Dec., 1926, p~ 860. 
• S......y oj 0-..... Mar_. pp. ll-S. 
• Calculated from the table on p. 667. ibid. An excess of world imports 

over world exports is. of OOUl'Be. to be expected, because moat oountriea 
value imports at the port of arrival and exports at the port of shipmen~. 

• lCconomic J.......a4 1926, p. 654. 
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. lower rate-with a temporary set-haok in 1926, the year 
of the general strike-did exports of British produce. The 
following index-numbers tra.ce out the history:-

. 
T&lILlIO X 

1924=100% 

Botalned im])Oli8 at 
19M prices. 

Export. .. of British 
ProdlluP at 1924 

r,ioos. 

-------------+--------,---
1924 •• 
1929 
1930 
1931 
1932 .. 
1933 .. 
1934 .. 
1935 

100 
114·0 
111'3 
114'3 
100·6 
102·1 
107'9 
109·1 

100 
108·3 
88'7 
67·8 
68·1 
69·8 
75·1 
81·0 

The great slump, as this table shows, struck British exports 
both. earlier and more severely than imports. Whereas 
the latter in real terms still showed an increase over the 
previous year in 1931, exports had already fallen heavily 
in 1930. In 1931 slow recovery began and has since been 
.accentuated for exports, but imports have continued to 
-contract. Figures for the IIOlume of world trade as a whole 
prepared by the League of Nations' Economio Intelligence 
.service record a fall of 221% between 1929 and 1934, 
-during which period the United Kingdom's share rose 
13'05% to 13'85%.1 

20. From the standpoint of national income, in which we 
.are here principally interested, these facts about quantities, 
taken by themselves, do not tell us much. For the implica
tions of a decline in overseas trade are necessarily hidden 
until the causes behind it and the fate of the resources 
:formerly engaged in it-whether they are turned to work 

• E ............. Feb. 15th, 1936. 
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for the home market or&re thrown into idleness--are known. 
Attention should, therefore, be paid to the following points. 

21. First, as is well known, for this country before the 
W &r a substantial contribution to national income was 
made by interest received from" foreigners on loans pre
viollSly made to them. A part of this interest was 
brought home in the form of an excess of imports over exports 
and a part used for further investment abroad. Both 
p&rts, of course, were included in our national income. 
The following table gives the Board of Trade's estimate for 
the money value of our overseas investment income for a 
series of years :-

TAlILB XI 
OvIl1'Sea8 Investment Income {,Mn. , 

liIS. 1934. 1929. 

~ 
1931. 19811. liS!. 1934. 1935. 

rn --
210 220 260 220 170 160 160 185 

In view of the much higher price level that ruled in 1924 
as agaillSt 1913, it is plain that in the latter year our reQoipts 
of overseas investment income, translated into real terms, 
were much less than they had been before the War. But. 
contrary to what might have been expected, the great 
slump does not seem, in this matter, to have inflicted any 
substantial further injury npon us. The fa.ll in money 
receipts due to defaults and reduced dividends was, as a 
glance at Table XII in § 23 will show, fully offset by the 
accompanying fa.ll in the price of imports. 

22. Secondly, agaillSt a 20% reduction in the volume 
of our exports, as reokoned at 1913 prices, which the Balfour' 
Committee reported for 1924, and the enormous further 
drop which took place subsequently, must be set a fact· 
that is prima faci~ highly favourable. The terms of trade, 
that i. to say, the amount of imports that a represeutative 
unit of exports enables us to buy, had greatly improved. 
In 1924 the general price level of British exports stood 
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90% above the 1913 level, while the prices of British imports 
stood only 50% above the 1913 level. The Balfour Com
mittee suggest that the export figure should be reduced 
nom 90% to 80% in view of the quality changes referred 
to in § 17, but even so we have the result that a unit 
"Volume of British export goods of the same consistency as 

180 
... unit volume in 1913 was buying, in 1924, 150 times as 

large a bale of foreign imports of 1913 consistency as it 
did in 1913. That is to say, a representative unit of British 
exports, unchanged from 1913, was able to purchase 20% 
more imports in 1924. A main reason for this marked 
.. hift in our favour of the terms of trade was, no doubt, 
the fact that our imports consist, in the main, of raw 
materials and food. For, as against pre-War times, these 
-commodities throughout the world (apart from special taxa
tion) MI greatly in value relatively to manufactured goods, 
()f which we are large exporters. The expansion of agrioul
turSl produc:ion in the new world under the stimulus of 
the War, the l"Psistance there to subsequent contraction, 
.and the determination of many European countries to re
establish, or even expand, the pre-War level of their agri
-culture, were responsible for that. 

23. The table that folloW>! sLows what has happened since 
1924:-

1924 · . 
1929 · . 
1930 " 
19:\3 .. 
1935 · . 

TAlILII XII 

Relative Prices of Imp.:'/s and Exporl8 
1930=100% 

Tenus or &nde Im_ - (Bxpon ..... .,. 
b:D.pon pt'ioes). 

.. 130·8 120·9 92-S 
· . 113·2 104·8 92'0 
· . 100 100 100 · . 71·a SI·, 114·7 · . 70·1 Sl·8 10S·9 
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The terms of trade were thus substanti&lly the same in 
1929 as in 1924; but, thereafter, with the great further 
fall in the prices of agricultural produce, they moved haa vily 
in our favour. In 1933 a bale of exports bought nearly 
23% more imports than it did four years before. With 
recovery the relative prices of agricultural, as against 
manufactured, goods have risen, and the terms of trade 
have accordingly worsened. It is to be expected that this 
movement will continue. Whereas the figure given in the 
table for 1935 as a whole is 108·9, the figure for the last 
quarter of that year was only 103. But a large further 
movement will need to take place if the 1929 situation is to 
be restored. 

24. There remains a third point. Had the labour and 
equipment, set free by the improvement in the terms of' 
trade from the task of buying imports, been able to move 
into other forms of production for the home market, the 
associated cheapening of imports would have been an 
unmixed gain. But in fact transfer broke down, and. the 
workers displaced from export industries became unem
ployed. The benefit that the improvement in the terms 
of trade might have been expeoted to confer on our national 
real income was, consequcntly, in large part nullified. 
Moreover, the abnormal cheapening of important classes of 
imports was not the only, or even the chief, influence at 
work in restricting, or, rather, in holding baok from expan
sion, the volume of our overseas trade. Under the impulse 
of the great slump, over 0; large part of the world tariff 
walls have been raised, and quotas and exchange restrictions 
imposed., These things must in any event have injured us 
by diverting our productive resources from' more to less 
favourable channels. In actual faot they drove 110 great 
part of these resouroes, as well as of those set free by our 
ability to buy imports at less cost, into involuntary idle
ness. In this way they inBioted on our real national income 
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substantia.! damage, holding it. at. a substantia.lly lower level 
than, in a world of freer intercourse, it might e&Sily have 
attained. 

VII 

TmI: EABNINGS OF MANuAL WORKERS 

25. From a genera.! socia.! point of view the most important. 
part of the nationa.i income is that which accrnes to m&IlUa.! 
wage...,amers. For these, in the aggregate, constitute the 
bulk of the population, and, as individuals, enjoy incomes 
so sma.ll that slight peroentage cha.nges in their amount are, 
nevertheless, very significant. In attempting to compare 
this part of the rea.! nationa.i income with what it was before 
the War, we are faced with the fact that the proportion of 
wage earners out of employment has become much larger, 
and that, therefore, average rates of wages per head of 
persons in work do not bear so high a ratio to average 
earnings fr<nn wages as they used to do. In view of that 
complication it will be convenient to break up this part of 
our enquiry into three divisions, considering first wage rates, 
secondly unemployment, and fina.lly the two in combination. 

(a) 

WAGE RATES. 

26.· Let us take first money rates of wages per week for 
a representative wage earner in full work. Sir Josiah Stamp 
and Dr. Bowley, in their work on The National Inc<nne in 
1924, wrote of Great Britain and Northern Ireland: "The 
average man at full work in 1924 obtained about 60s. a 
week. The corresponding figure for 1914 is 328. The 
working week has been reduced about 10% in the period. 
and the average hourly earnings of men have been increased 
from about 7ld. to 15ld.'" They estimated that the 

• The NaMnaI 1...,.,.. in 1924, p. 30. 

29 



THE EOONOMIC POSITION OF GREAT BRITAIN 

average earnings of all wage earners for a full working week 
had increased 94% between 1914 and 1924. They explained 
the difference between their figure and that of the Ministry 
of Labour, which was 71 %, as follows. First," there is 
definite evidence that, in some of the greater industries, 
earnings have increased much more rapidly than piece or 
time rates": for example, with improved appliances a 
piece worker will make more product, and so will get higher 
weekly pay at the same piece wage. Secondly," there has 
been some change·over from time to piece rates" -which, 
in general, yield higher earnings. Thirdly, there has been 
some shifting of numbers in favour of the better paid occu
pations and industries, which must tend to raise the 
average.1 It should be added that, during this period, 
the absolute increase in money wages was about the same 
for unskilled as for skilled workers, so that the unskilled 
(including the bulk of the women and children) made a 
substantial relative advance. From 1924 to 1929 average 
rates of money wages remained practically stati(>nary. 
According to the index-number prepared by Dr. Bowley 
for the London and Cambridge Eoonomic Service-in 
which shifts in the relative numbers engaged in different 
occupations are not taken into account'-by the second 
half of that year it had fallen only 1 %. Thereafter a 
gradual downward movement brought it in 1933 and 1934 
to some 6% below the 1924 level. With the recoveTy'of the 
last two years the downward movement was reversed, and, 
by the end of 1935, the index: had risen some 2%, standing 
4 % below the 1924 level. During the period since 1924 
some of the relative advance made by unskilled wage earners, 
as compared with skilled, has been lost, partioularly in 
building and engineering. Thus, Mr. Re.m.sbottom of the 
Ministry of Labour concludes: "An examination- of all 
, Ph. NI>IionalI_ in 1924. p. 31 . 
• Of. London and Cambridge Eoonomio Service, Special M""""""",, 28, 

p. 6. 
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the available data for the past fourteen years leads to the 
oonclusion that the average percentage reduction in rates 
of wages generally over that period has been rather greater 
for unskilled labourers than for skilled workmen."l 

27. The marked steadiness in the average money rate 
of wages, which recent index numbers show, has led some 
writers to ascribe to wage rates generally great stickiness 
and resistance to change in the face of shifts in demand. 
This, however, is a wrong inference. In Mr. Ramsbottom's 
enquiry the general reduction in weekly full time rates 
of wages for workpeople of corresponding grades between 
December, 1924, and December, 1934, was put at 6%.
But "this general average conceals wide variations in 
different groups of industries. In mining and quarrying 
and in the textile industry the reduction averaged about 
15%; in the building and contracting and certain materials 
group about 9 or 10%; in transport 5 or 6%; in the 
chemica.!, engineering and metals, clothing, food and drink, 
papelO and printing, and electricity, gas and local authorities 
groups, only about 1 or 2%; and the figures for agricnlture 
show an inorease averaging about 6 or 7% . . . Such 
figures suggest that in some of the frequent disoussions of 
the effeots of 'rigidity' of wage rates in recent years atten
tion may have been mainly concentrated on the movements 
of the general average, and full regard may not a.lways 
have been given to the movements in individual indus
tries."· 

28. Attempts to estimate ohanges in real wage-rates 
are subjeot to the same diffi.cnlty of principle that was 
desoribed in conneotion with real incomes: though here, 

'S .... imcal J........l. 1935. Part. IV. p. 657 . 
• In Mr. Ra.1ll8bottom's inde:z:. apart from coal-mining, acoount is not 

taken of shifts of W'orkpeople between oooupationa (S~ JOtII"fItJl 1935. 
Part IV. p. 662). In this respect it difiers from Dr. Bowley's 1914-24 
(\ompariaon . 

• S......,caI J........l. 1935. Part. IV. pp. 653-4. 
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since the range of commodities affected is smaller, the 
practical importance of the difficulty is somewhat less. 
At all events there is a well-recognised customary procedure. 
This is to combine statistics of money wage rates with the 
Ministry of Labour's figures for "The Cost of Living," 
i.e., the price of the collection of things (including house 
room) on which the money income of a representative 
working-class family was found, by an investigation of 
the Board of Trade conducted in 1904, to be spent. On 
this basis the Colwyn Committee l (1927) print the following 
table :-

TABLB xm 
Weekly .... of "'" of "_ money wages Index Real rate of 

for adults (annual aversge). 
w_. 

(annual averago) 

1914 (end of July) .. . 100 100 100 

1920 .. .. .. 256 249 103 
"l921 .. . . .. 240 226 106 
1922 .. .. .. 185 183 lot 
1923 .. .. .. 169 174 97 
1924 .. .. .. 171 175 98 
]926 .. .. .. 175 1i6 99 

The Balfour Committee, proceeding along the same general 
lines, wrote in 1926: "It is a legitimate inference from the 
available data that, in industries in which time rates of 
wages prevail, skilled workers employed in industries 
directly exposed to foreign competition were in 1924 on 
the average less well off than before the War, while, on the 
other hand, unskilled workers generally and workers both 
skilled and unskilled in the so-called 'sheltered' industries 
have, generally speaking, if with some exceptions, improved 
their average position as regards purohasing power."· The 
Committee concluded that, on the average, the real level 

1 Report. oj 1M Commillu on Nalionol Debt and Tazalion. p. 7 . 
• S"",,,!! of Indtullriol &IGhona, p. 10. 
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of weekly full-time wages at the end of 1925 was about the 
same as before the War.' H we prefer Bowley and Stamp's 
estimates for money wages, a more optimistic result emerges. 
There appears to have been between 1914 and 1924 a sub
stantial increase-tlome 11 %-in the average rate of weekly 
real wages for people in full employment. 

29. From 1924--5 to 1929 real wage rates calculated on the 
above plan rose, according to Mr. Ramsbottom, by some 
4%. Thereafter, with the general fall in prices that accom
panied the great depression, they rose rapidly. Mr. 
Ramsbottom's figures are as follows:-

TABLE XIV 
'Real Wage' Indez,' Average of 1924 = 100% 

End of 1920 
1921 
1922 
1923 
1924 

• 1925 
1926 

• 1927 

102 
1091 
971 
97 
98 

lOll 
1011 
104 

End of 1928 
1929 
1930 
1931 

,. 1932 
" 1933 

1934 

1031 
104 
112 
114 
1161 
116 
116t 

Of course, as he rightly points out, these percentages 
" should not be regarded as an exact measure of the changes 
in the average level of real wages; but the figures given 
indioate that the average percentage reduction in working 
class cost of living in recent years has been substantially 
greater than that in rates of wages for a full week's work, 
and that the real wages of workers in full employrMnt have 
been considerably higher, on average, during the past five 
years than they were in the years 1923 to 1929, or at the 
end of 1920.'" 

(b) 
UNEMPLOYMENT 

30. As is well known, a fundamental difference between 
post-War and pre-War conditions in this country has to 

• Sun>ey oj lndwlrial _. p. 98 . 
• Stalillical Journal, 1935, p. 661. 
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do with unemployment. At a.Il times there have been 
considerable fiuctoations in the numbers involuntarily idle 
as between good ye&l'S and bad; but, whereas before the 
War the mean figure. round which unemployment moved. 
was in the neighbourhood of 41%. since the War it has 
been very much higher. Since 1921 there has ouly been 
one year (1927) in which the percentage of insured persoll8 
out of work was less than 10%. During the War itseH 
unemployment practica.IIy disappeared, but in 1921-the 
year of the Coal Strike--it shot up, aecording ro the Trade 
Union figure. ro 14·8%. aooonIing to the State Insurance 
figure, ro 16·6%; and thereafter has &l ..... ys been high. 
From 1924-9 the State Insurance figure lay between a 
maximum of 12·3% and a minimum of 9·6%; and it 
became custollllll'Y to speak of • the intractable million', 
below which the number of pemons out of work could not 
be got to fa.Il. But, with the development of the great 
depression, the situation rapidly worsened, till in 1932 an 
annu&l. unemployment percentage of 21· 9% was reached. 
In the worst month of a.II, January, 1933. the roW figure 
for men and women rogether fell short by ouly 50,000 of 
the three-million mark. Since then there has been a steady 
improvement. In December, 1935. the number recorded 
was over a million less than two years before. The annu&l. 
percentages of insured persons out of work, as reported 
in the MitWdTy of LahatIr Gazette for January, 1936 (p. 2), 
are as follow :-

TABLB x,· 
P~ of IfI8tITeIl P~-a u~ i" (a) (ketJtBriIaO .. 

atul N ortNrto IreImtd atul (b) (ketJt BriIaOrt. 

(a) (b) (a) (b) (a) (b) 

1921 . - 17·0 16·6 1926 .. 1!·6 1:!-3 1931 .. 31·1 !1'1 
19!I .. 14·1 1.·1 1927 .• '·7 9·6 1933 .. !!·I :!t ·1 
1923 •. 11·7 11·6 1928 .. 10·8 10·7 1933 •• Ig·, 19-8 
1- .. 10·3 10·! 1- .. 10·. 10·! 1_ .. 16·7 I'-II 
1_ •. 11·3 11·0 1- .. 16·1 16·8 1936 .. li·1I li·3 
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31. Of course, the fact, recorded in the Table, that from 
1930 onwards the annual average of unemployment has 
always exceeded 11;%, does not mean that a constant group 
of identie&l individuals, amounting to 15% of the working 
population, have been pern1&llentJy without jobs. On the 
other hand, it does not mean that everybody has been 
out of work 15 days out of a hundred, sa.y, seven weeks in 
the year. What has actu&lly happened is shown by the 
results of special enquiries undertaken from time to time 
by the Ministry of Labour into the way in which unemploy
ment has been distributed between short and long spells. 
In 1929, when the general percentage level of unemploy
ment had been fairly constant for a number of years, the 
Ministry e&rried out two investigations, based on 1 % 
sa.mples, on Ma.rch 18th and September 16th respectively, 
into the period for which those then unemployed, who made 
application for benefit, had been without a job. In each 
of these months the aggregate percentage of unemployment 
was .;10%. Averaging the two sets of numbers, which are 
fairly close, we obtain the following table:-

TABLE XVI 

..... \\'0 .... 

AU iadastrie8 
All tDdostries. .-.... ...... -............ 

x- than 3 months 
% % -% .. 30-8 33-6 61-1 

s---e months -- -- .29-6 31-3 30-9 
&-9 . .. -- 20-2 20-96 11-65 
&-12 . .. -- 14-6 11-96 6-66 
12 months or more .. 6-0 2-3 0-8 

Thus, even apart from oo&l-mining, two-thirds of the men 
unemployed had been out of work for more than three 
months, and more than one-third for over six months'_ 
Among the women unemployed nearly h&lf had been out 

1 8a8ed on table. in tbe Ministry 0/ Labour Go:eIte. January. 1930. p. 7. 
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of work for over three months and one·fifth for over .six 
months. Statistics bearing on this matter are now pub· 
lished in the M inistf'y of Labcrur Gaulle every month. The 
table relating to December, 1935, is given belowl :-

TABLE XVU 

AppUcants. aged 16-64-, who have been on Register. 

100M 3 months 6 months 9 montlui 12 montbs - than but 1esB but less but leBB , than 6 than 9 than BI 
., 

'I'ol'.aLl. 
months. months. months. months. m ..... 

NUlm ... 

Men, 18-64 .. 681.924 168.247 83.402 64.368 357.039 1.344.980 
Boy". 16-17 .. 12.102 1.937 234 I I 14,275 
Women. 18-64 .. 157.229 28.788 9.680 6.016 19.804 221.517 
Girls, 16--17 .. 7.495 727 48 - - 8.270 

Total .. 858.750 189.699 1 93.364 70.385 376.844 1.589,042 

PIIBOBNT4.GBS 

• 
Men. 18-64 .. 50·7 1l'8 6·2 4·8 26'5 100 
Boys, 16-17 84'8 13·6 1·6 0'0 0'0 100 
Women, 18-64 .. 71·0 13'0 4·4 2·7 8·9 100 
Girls. 16-17 .. 90·6 8'8 0·6 - - 100 

Total .. 54·1 1l'9 5·9 4·4 23·7 100 

The Ministry of Labour's comments are as follows: "Of 
the 858,750 applicants who had been on the register for 
less than three months, appro,ximately 620,000, or 39' 0,% 
of the total number of applicants, had been on the register 
for less than six weeks. Of the 376,844 applicants who 
had been on the register for twelve months or more, 147,418 
had been on the register for less than two years, 76,814 
for two years but less than three years, 57,376 for three 
years but less than four years, 51,087 for four years but 

• Min;'"" oj Labour _. J .... uary, 1936. p. 26. 
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less than five years, and 44,149 for five years or more." 
The above Table makes it plain that, with the much larger 
t<,tal of unemployment that exists· now, as against 1929 
-14'2% in December, 1935, instead of 10%-the prOJX1rlion 
of unemployed persons who have been out of work for 
short spells has substantially increased. 

32. The Balfour Committee called attention to the rela
tion between the increase in the number of persons un
employed and the simultaneous increase in the employable 
population. On a basis of reasonable assumptions, they 
find that the extra. unemployed in 1924, as against 1913, 
amounted to 800,000; while the employable population 
increased by some 900,000.' These rough estimates suggest 
that the number of persons actually finding employment 
remained then substantially what it was before the War, 
the adllitional employable population and the additional 
unemployed about balancing one another. The table on 
next page shows from 1924 onwards the number of insured 
work .. rs, of unemployed, and of persons in work, in each 
year. 

Thus from June, 1924, to June, 1932, the number of persons 
in work fell by nearly 300,000, while the number of insured 
workers grew by 1,500,000. But, between June, 1932, 
and December, 1935, the number in work rose by over 
1,300,000, as against a growth of 300,000 in the number 
insured. Thus, over the whole period, the number coming 
into insurance exceeded by 800,000 the number who had 
found work. This is a very depressing fact. None the less, 
the period 19U to 1935, taken as a whole, has been fIIOTe 

satisfactory than that from 1913 to 1924. For, whereas, 
over the earlier period practically the whole of the addition 
to the employable population was offset by unemployment, 
over the latter period a million persons-well over half of 
the new employable population-have found work . 

• s....., of JRd.-ia/ lWahono, p. 37. 
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TABLa XVIII 

1024-35. Number8 (WJed 16-64) Insured, UnempkJyed and in Work 
Figures in OOO's. 

JUnr, '14. Junp, '20. Deo., '19, JUne, '80. Deo., '80. JUUft, '81, Dao., '81. 

Insured .. 11,061 11,83'\ 1I,938}- 12,138} 12,32Ol 12'~00} 12,MOt -100' 100 -170 170' -170 80' 
Unemployed .. 1,010 1,II6J 1,293 1,839 2,399} 2,621 2,~90 
In Work .. 10,ODI 10,718 10,646 10,299 9,921 9,879 10,060 

JUlll', '82. Doc., '31, June, '88, Deo., '38. Jnnl', '8". Doo., '84. Jooo, '88. DIIO., 'S6. 

Insured .. 12,543 12,682 12,620 12,653 12,600 12,730 12,776 12,8~0 
Unemployed .. 2,770 I 2,700 2,420 2,108 2,066 2,021 1,036 1,796 
In Work .. .. 9,773 0,882 10,191 10,456 10,624 10,700 10,640 lI,O~4 

1 Acoordi, to offtcial estimates. in view of recent adminiatrative changes in the Unemployment lnauranoe 
Scheme, the Rures of Wlemployed Bnd of insured population must be reduced by these amounta in order to 
make them comparable with fl~res of the present day. Since the figures of unemployed and of iMurad 
l>opuiation are both ohanged Imnilarly. t.he eHt.imate of the numbel'l!l in work remain. unaffeoted. 
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(e) 

RII\AL EARNINGS OF W AGB EARNERS ALLOWING FOR 

UNEMPLOYMENT 

33. It remains to bring the movements of real wages 
and the movements of unemployment together. If, fol
lowing Bowley and Stamp, we reckon that real wages for 
a full time week stood in 1924 at some II % above the 
pre-War I"vel, this implies, when unemployment is allowed 
for, a rise in real earnings per head of some 3% or 4%. 
B.,twren 1924 and 1934, if we accept Mr. Ramsbottom'. 
figures, the real wag.. index had risen some 17%, while 
unemployment had increased from about 10% to about 
16%. These figures combined give an increase in the 
rate of real wages per head, when unemployment is allowed 
fnr, of some 9%. This is a substantial increase: though, 
it should be noted, if the estimates given in Table vn 
are accepted, it is only about half as large as the increase 
in ~I income per head of the popnlation as a whole. It 
must be remembered further that this 9% improvement 
is an a verag.. made up from very divergent elements. The 
good fortune of the wage earners in some industries ha .. 
l"",n "ubstantially larger than it suggests. But other 
industries, the unsheltered and the depressed, coal-mining 
and ship-building, for example, so far from making a gain 
of this magnitude, have suffered since 1924 heavy real loss. 
Thus, if we apply the method followed above to ship
building, we find that the rate of real wages, when unemploy
m .. nt is allowed for, has fallen between 1924 and 1934 
some 8%; in cotton it has fall"n about 4%. None the 
less, the broad fact remains that wage~arners as a whole, 
in spite of the heavy increase in unemployment, have 
... cured substantially enhanced real earnings per head 
during the last ten years. The slight advance made between 
1914 and 1924 has been, not only maintained, but accentuated. 

39 



THE EOONOMIO POSITION OF GREAT BRITAIN 

Moreover, since pre-Wa.r days the number of dependent 
children per average family has decreased; with the result 
that the pressure of needs on the poorest olass of worker 
is. substantially lightened. 1 Again, wage~ers as a 
body, through the redllotion in the length of the working 
day, have increased their income of leisure-that highly 
desirable quasi-commodity-to the extent of five or six 
hours per week. Fina.lly, in any reckoning of the progress 
of the wage-ea.rning classes, it is proper to bring into a.ccount 
the great growth, that has taken place since the beginning 
of this oentury, in expenditure, otherwise than out of the 
wage-earners' own contributions, on sociaJ services-

. pensions, health insurance, education, housing, unemploy
ment insurance and so on. In the quinquennium before 
the Wa.r, this expenditure was in the neighbourhood of 
£100 Mn. a yea.r; over the period 1932-5 it was well over 
£400 Mn. a yea.r--an increase enormously Ia.rger than can 
be accounted for by the inorease in population and the 
higher level of prices. It might be thought at first fight 
that the increase in wage-earners' payments of indirect 
taxes ought to be set off against this. But, in the esti
mates made of reaJ earnings, these indirect taxes have 
a.lready been allowed for, sinoe the prices of the things 
that enter into the cost of living have, of course, been 
counted cum tax. It would be incorrect to allow for them 
a second time. 

vm 
HOUSING CONDITIONS 

34. A very important element in the well-being of any 
community consists in the housing conditions which it 
enjoys. For England and WaJes much light has been 
thrown on this difficult matter by the Housing Report of 
the 1931 Census. It is well known that, during the Wa.r 

• or. Bowley, H .. PotJOI'ty. DiminioMd' (1925~ p. 23. 
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years, building aotivity was greatly ourtailed. Whereas 
the decennia.! rate of inorease in the number of houses had 
never, prior to 1911, faJIen below 10%, in the decennium 
of 1911-21 it was only 3'7%-the absolute number of 
struoturaJIy separate dwelliilgs rising from 7,691,000 to 
7,979,000. In the next decennium there was a strong 
reaotion, a rise to 9,400,000, that is, by 17'S%-the largest 
decennia.! inorea.se that there had been for 60 years. The 
hardship induoed by the shortage of houses up to 1921 
consisted largely in the fact that people, who would have 
liked to set up in separate establishments as separate 
oensus families (in the main, private domestic households 
including resident servants), were "obliged to live in the 
olosest domestio contaot with other persons from whom 
they desired to separate themselves.'" Some three or four 
hundred thousand census families, whioh would normaJIy 
have oome to birth, were prevented by the shortage from 
doing so. The main reason for this pressure was that, 
with. the diminishing size of natural families due to the 
fall in the birth·rate, the number of would·be oensus families 
was increasing muoh faster than the population. The 
large amount of additional building that took plaoe between 
1921 and 1931-the number of dwellings growing by 17·8% 
as against a population growth of about 5%-had to serve 
two purposes, i.e. to meet the ourrent growth in would·be 
census families and also to release into activity the potential 
census families that had previously been pent up behind 
the barrier of the housing shortage. During the last few 
years, as is well known, a further great expansion has taken 
plaoe in house·building. From April 1931 to September 1935 
1,144,000 more new houses, an addition of 12% to the 
number in existenoe in 1931, have been built. Even so, 
however, the housing problem, partioularly in relation to 
the very poor, is still far from solution. 

1 RqoN, p. 1 a.nd p. xx:. 
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IX 
THE DISTRIBUTION AND USE OF INCOME 

35. Up to this point we have been occupied, in the main, 
in describing prooesses of change. It may be of interest, 
in conclusion, to set out two tables illustrating important 
aspects of the country'. economic situation at the present 
time, or rather at the dates nearest to the present time 
for which estimates are available. The first of these, pre
pared by Mr. Ullin Clark, describes the distribution of 
the money income of Great Britain and Northern Ireland 
in 1929. In Mr. Clark's opinion, since proportions of the 
national income taken by the different factors of production 
are now nearly the same as they were in 1929, this table is 
approximately applicable to conditions of the present day. 

TABLB XIX 

I'IIOO1I&e Di&trihutiml.' 

Income. Nos. (000). 

Over £10.000 .. .. 10 
.. £2.~lO.OOO .. 100 .. £1,000-2,000 .. .. 199 .. £500-1,000 .. .. 608 .. £25t}-6O() .. .. 1,527 

Over £260 .. .. .. 2,_ 

£125-260 .. .. .. 4,925 
Below £126 .. .. .. 11.600 

Total .. .. 18,869 

Income Illn. 

221 
378 
237 
312 
404 

1,552 

980 
1,170 

3,702 

The above table relates to per801UJl incomes without 
adjustment as in § 9 for' National Debt interest. It 

1 The numbers and amounts of incomes over £125 are given by the 
income·tax 888esam ente. and for incomes over £2.000 by the surta.x 888888-
menta. The number of incomes below £250 caD be determined from the 
number of Health Insurance contributol"8. and their aggregate income 
88timated from wage and salary etatistioe. The estimates for the inter
vening income I'8Ilge8 are baaed on etatisti08 of a&8998JIleD.f8 at tboee rangea 
given in the Bouse of Commone (May. 1933). 
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does not include the unemployed, but includes certain 
unoccupied persons with incomes from property. It refers, 
of course, to incomes as received, not to those incomes 
after they have paid their several quotas of highly graduated 
income tax. It will be observed that at the top end of 
the scale some 12% of the income receivers took 42% of 
the whole national income; while at the bottom end some 
60% of the income receivers had less than £125 a year, 
i.e. about £2 8s. Od ... week. 

36. The second table, prepared by Mr. Feavearyear,l 
gives a picture of the way in which the income of the com
munity is used. The table, which is, of course, very 
rough, refers to the year 1932 :-

TABLlI: xx 
Perceniage& of National Money Income 

Vari0u8 Way8 
Food 
Maintenance of Domes 
Clothes 
Drink. smoking. entert&infnents and aport 
Tra\.el . . . . 
Religion. reading and miscellaneous .. 

Expended in 

% 
301 
llit 
lit 

12t 
71 

Investment in new capital, including new houses and 
furniture' 

III 

5t 
14 Direot taxation and State Insurance contributions 

100 

Acoording to Mr. Neal's estimate in his book on Retailing 
and the Public (1930), some one-half of the total expendi
ture classified in the table passes through retail shops, 
being divided about equally between food and drink and 
other things. The number of these shops in England and 
Wales is probably between six and seven hundred thousand.' 

1 Eoonomic JOIU"nal, March. 1934, p. 45. 
lIn the quinquennium before the war investment amounted to about 

12% of annual income and direct taxation to about 4% . 
. • The 1921 ~U8 rec0r?s 615,000 buildings olasaed as shops. There 
18 no corresponding record In the 1931 CeDIUS: but Mr. Ford's investiga
tiona (Economic Journal. Sept .• 1935) suggest that since 1921 the nwnber 
of sbops has grown more or leas i.n proportion to the popula.tion. 
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